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SUMMARY  OF  RECOMMENDATIONS 

Legislation  be  introduced  to  specifically  eliminate 

Section  82-903,  R.C.M.  1947  6 

Meet  monthly  as  required  by  law  and,  if  deemed  necessary, 
propose  legislation  to  make  meeting  requirements  more 
flexible.  7 

Conduct  a  physical  inventory  of  fixed  assets  as  soon  as 
possible,  and  comply  with  the  other  inventory  procedures 
set  forth  in  Management  Memo  70-17.  7 

Request  the  Employment  Security  Division  to  remit  all  federal 
moneys  due  the  Probation  and  Parole  Division  directly  to 
the  State  Treasurer  and  notify  the  department  of  each  sucli 
remittance.  9 

Notify  the  State  Treasurer  of  the  existence  of  the  revolving 

fund.  10 

Establish  the  revolving  fund  in  the  Statewide  Budgeting  .md 

Accounting  System  as  a  contingent  revolving  fund.  10 

Establisii  a  system  of  internal  control  which  will  provide 

a  metliod  of  verifying  all  loan  repayments.  10 

Make  a  timely  attempt  to  collect  amounts  due  from  revolving 
fund  loans  and  report  those  which  are  uncollectible  to 
the  Department  of  Administration.  M 

Oversee  the  budgeting  and  expenditure  control  procedures 

of  the  board.  1 7 

The  Department  of  Administration: 

1.  Seek  amendment  of  Section  79-1019,  R.C.M.  1947,  to 
allow  the  Governor  to  authorize  budget  amendments 
advancing  spending  authority  from  the  succeeding 

year  appropriation  without  restriction  as  to  biennium.  17 

2.  Modify  claim  processing  procedures  to  the  extent 
necessary  to  detect  those  claims  which  should  have 

been  accrued  and  paid  in  the  prior  year.  17 

3.  Charge  all  claims  against  the  proper  appropriation 

so  that  expenditures  are  recorded  in  the  proper  year.  17 

Adjust  employee  leave  records  to  comply  with  statutes.  IH 

Record  leave  balances  and  make  termination  pay  computations 
in  accordance  with  the  law  and  the  Montana  Administrative 
Manual.  1^ 
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SUMMARY  OK  RECOMMENDATIONS  (Continued) 


I'ajE^c: 


N.iki-  paymonts  of  compensation  and  travel  reimbursements 

to  board  members  in  accordance  with  statutes.  19 

Establish  a  written  agreement  with  the  administrator, 

specifying  his  salary  and  all  additional  benefits.  20 

Instruct  employees  as  to  proper  computation  of  travel 

al lowances.  22 

Require  employees  to  prepare  and  then  sign  their  travel 

claims.  22 

Establish  a  strict  travel  claim  review  system  by  each 

employee's  immediate  supervisor.  22 

Comply  witli  Section  53-517,  R.C.M.  1947,  regarding  use  of 

state  vehicles.  23 

Attoju  the  policy  of  making  travel  advances  available  to  all 

employees  who  travel  on  state  business.  23 

Require  all  employees  to  record  long  distance  telephone  calls 
on  a  form  designed  for  that  purpose  and  establish  review 
procedures  to  verify  that  long  distance  telephone  calls 
billed  the  state  are  for  state  business.  24 

Establish  a  written  agreement  with  the  board's  attorney, 

specifying  his  duties,  compensation,  etc.  25 
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lORRIS   1   ,   RRHSETT.  C  P  A, 

1   I  (.l!'.l_Al  IVI    AUDITOR 


G    DEAN  REED.  C  PA, 
DEPUTY  LEGISLATIVE  AUDITOR 


STATE     OF     MONTANA 

(Office  uf  i\]t  '^in\ielatilu*  J^u^itlU• 

STATi:  CAIMIcn 
1  ill   INA.  MON  I  ANA     hOGOl 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  balance  sheet  of  the  Montana  State  Board  of  Pardons 
as  of  June  30,  1973,  and  the  related  statements  of  operations  as  set  forth  in 
the  table  of  contents  in  this  report,  for  the  year  then  ended.   Our  examina- 
tion was  made  in  accordance  with  generally  accepted  governmental  auditing 
standards  and  accordingly  included  such  tests  of  the  accounting  records  and 
Hucli  other  auditing  procedures  as  we  considered  necessary  in  tlu-  circumstances. 
In  the  course  of  our  examination,  we  verified  tliat  1972-73  expenditures  from 
federal  grants  to  the  board  were  for  purposes  of  the  grants  and  were  matched 
by  state  contributions  in  amounts  meeting  or  exceeding  the  grants'  require- 
ments. 

The  board  has  a  $1,500  loan  fund  that  is  not  included  in  the  accompanying 
balance  sheet.   As  of  June  30,  1973,  the  loan  fund  consisted  of  cash  in  the 
bank  of  $701,  and  $799  in  receivables.   The  loan  fund  is  not  on  the  balance 
sheet  because  the  board  did  not  establish  accounts  for  the  fund  in  its 
accounting  system. 

The  board  has  not  maintained  accounts  for  its  fixed  assets.   We  estimate 
from  informal  records  maintained  by  the  agency  that  the  inventory  value  was 
approximately  $30,000  as  of  June  30,  1973.   However,  because  of  the  absence 
of  records  and  no  recent  physical  inventory,  the  accompanying  balance  sheet 
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excludes  the  board's  investment  in  fixed  assets  at  June  30,  1973. 

Also  unrecorded  in  the  accompanying  financial  statements  aro  over 
$13,000  in  accrued  liabilities  to  tlie  General  Fund  as  of  Juno  30,  1973. 
This  omission  is  inconsistent  with  the  state's  modified  aci-rual  basis  of 
accounting.   Accruals  at  June  30,  1972,  totaling  about  $7,000,  wore  simi- 
larly not  accrued  in  the  preceding  year.   The  net  result  is  an  understate- 
ment of  1972-73  general  fund  expenditures  of  approximately  $6,500,  and 
overexpenditure  of  the  agency's  general  fund  spending  authority  by  this 
amount . 

Because  of  the  materiality  of  the  above  described  items  excluded  from 
the  board's  balance  sheet,  in  our  opinion,  the  accompanying  balance  sheet 
does  not  fairly  present  the  board's  financial  position  as  of  June  30,  1973. 

In  our  opinion,  the  accompanying  Statements  of  Changes  in  I'und  Balance, 
and  Expenditures  Compared  with  Appropriations,  except  the  CeneraJ  I'und  appro- 
priation reversion,  present  fairly  the  results  of  the  board's  operations 
for  the  year  ended  June  30,  1973,  in  conformity  with  generally  accepted 
governmental  accounting  principles  applied  on  a  basis  consistent  with  the 
preceding  year. 

We  submit  the  financial  statements  listed  in  the  table  of  contents 
together  with  the  following  comments.   In  addition,  the  full  text  of  the 
replies  of  tlie  agency  and  the  Department  of  Administration  are  included 
following  tiie  financial  statements. 


COMMENTS 
CKNERAL 

TIr'  original  Montana  State  Board  of  Pardons  was  created  by  state  law  in 
18')')  and  ronsistod  ol  t  lu-  Secretary  of  State,  Attorney  Cenera]  ,  and  State 
Auditor.   I'lu'  lutri'iitlv  active  hoard  was  created  by  the  "Probation,  Parole, 
and  I'.xi'ciil  ive  I'leiiUMicv  Act"  ol  U)*)')  (Cliapler  IS!  ol  the  \^)'^'')    Session  Laws). 

The  I'^'iS  act  provided  for  a  three  member  board  appointed  by  tlie  Covernor 
with  the  Senate's  approval.   Section  82A-112,  R.C.M.  1947   (the  Executive 
Reorganization  Act  of  1971) ,  provides  that  two  members  be  appointed  to  terms 
concurrent  with  the  gubernatorial  term,  and  that  the  remaining  member  be 
appointed  for  a  term  ending  midway  through  the  succeeding  gubernatorial 
term.   This  section  also  provides  that  the  Governor  shall  designate  the 
chairman  and  that  one  member  shall  be  an  attorney.   It  also  places  the  board's 
program  under  the  Department  of  Institutions  for  administrative  purposes. 
The  or>;ani  zat  iona  1  unit  within  the  department  administering  the  program  is 
the  Probation  and  Parole  Division.   The  department's  Centralized  Services 
Division  provides  administrative  support  functions. 

Section  82A-108(2)  of  the  Executive  Reorganization  Act  includes  the 

following  provisions: 

"The  department  to  which  an  agency  is  allocated  or  transferred 
for  administrative  purposes  only  in  this  act  shall: 

"(a)  Direct  and  supervise  the  budgeting,  record  keeping,  report- 
ing, and  related  administrative  and  clerical  functions  of  the 
agency. 

"(b)  Include  the  agency's  budgetary  requests  in  the  departmental 
budget. 

"(c)  Collect  all  revenues  for  the  agency  and  deposit  them  in 
the  proper  fund  or  account.  ..." 

An  Executive  Reorganization  Directive  (ERD-1)  issued  by  the  Governor 

in  June  1971,  set  forth  "Policy  Statements  Concerning  Transfers  (of  agencies) 


for  'Administrative  Purposes  Only'  under  Executive  Reorganization."   This 

directive  included  the  following  policy  statement: 

"In  those  instances  in  which  the  agency  has  authority  to  hire 
its  own  staff  (as  the  Board  of  Pardons  does),  the  department 
may  delegate  to  the  agency  the  power  to  supervise  the  staff  in 
the  performance  of  these  administrative  functions.   However, 
the  department  shall  retain  the  ultimate  power  to  'direct  and 
supervise'  or  to  oversee  the  performance  of  those  functions  by 
such  staff."   (I'^mphasis  added) 

Accordingly,  we  are  directing  our  recommendations  in  tliis  n-porl  per- 
taining to  administrative  matters  to  the  Department  of  Institutions.   Recom- 
mendations relating  to  policy  matters  are  directed  to  the  board. 

The  major  function  of  the  Board  of  Pardons  is  to  administer  the  execu- 
tive clemency,  probation,  and  parole  system  as  outlined  in  the  "Probation, 
Parole,  and  Executive  Clemency  Act."   Another  function  is  to  endeavor  to 
secure  Mu-  effective  application  and  improvement  of  that  system  and  the  law 
upon  wliirh  il  is  based.   Tin-  hoard  coordinates  its  lunrtions  with  I  iioMe  dI 
all  otluT  justice  and  law  enforcement  agencies.   Monthly  heariii)',:;  are 
required  to  be  held  to  act  upon  applications  lor  pardons,  paroles,  and 
executive  clemency. 

The  board  appoints  the  administrator  of  the  Probation  and  Parole  Division, 
who  appoints  the  assistant  administrator  and  other  employees,  as  needed  to 
administer  the  act.   The  administrator  is  also  the  Interstate  Compact  Admini- 
strator for  the  state  and  performs  duties  related  to  the  administration  of 
the  interstate  compact  for  the  supervision  of  parolees  and  probationers. 
This  compact  pri>vides  a  system  of  reciproi-ilv  Iu'Iwcimi  the  states  for  li.iiul  1  i  iij', 
prob.il  iuniMs  ami  p.irolei's. 

As  shown  l)v  I'.xliiliil  C   on    page  ;'8,  I  i-g  i  s  la  t  i  ve  appropr  iat  ioiu;  ami  budc.el 
amendments  for  1972-73  provided  $310,545  from  the  CeneraJ  I'uiul  ami  I  In-  board's 
account  in  the  Federal  and  Private  Revenue  Fund  and  expenditures  I rom  these 
financing  sources  totaled  $303,585. 
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Tlu'  division's   records   show   the  board   reviewed   a    total   of   559   cases    in 
its    inoiitiilv    meetings   during    tlie    1972-73    fiscal    year.       The   hoard    paroled    255 
|H'f.sens    .\\k\   d  isi'har)r,ed   A9    pi>rsons    from    parolt'.      Tlie   monthly    caseload    of    thi' 
p. Hole    nlliciMs    avi' raged    I, ''.'A,    and    parole    ollicor:;    conduit  nl    ?  ,'t'Ht    I.Minal 
i  uvi-.;l   i )',  It  i  oils    du  r  I  11)'.    the    v  iM  i  ,     lor    wli  I  ill    i  ipo  i  I  s    wi'i  i-    i  i-iid.- 1  cd    .i;:     I  .•  I  I  ows  : 

Lnves tigat  ion    type  Number 

Field  76 

Pre-sentence  481 

Pre-release  527 

Probation  600 

Violation  882 

Executive  Clemency  30 

Total  2.xj96 

The  division  employed  29  personnel  at  June  30,  1973,  and  also  had  a 
number  of  volunteers  and  university  student  "interns,"  who  helped  in  counsel- 
ing inilividuals  and  performing  some  Investigations.   The  interns  are  paid 
through  the  university  by  the  ACTION  program  and  receive  academii-  credit. 
The  volunteers  are  not  compensated  for  their  work.   Officers  are  located  in 
ten  cities  in  nine  districts  of  the  state.   The  division's  main  office  is 
located  in  Deer  Lodge,  Montana. 

CONFLICTING  STATUTES 

Chapter  153,  Section  2,  of  the  1955  Session  Laws,  created  the  present 
"State  Board  of  Pardons"  consisting  of  three  gubernatorially  appointed  members 
Section  31  of  the  same  act  repeals  all  other  laws  inconsistent  with  the  Act's 
provisions.   However,  Section  82-903,  R.C.M.  1947,  which  provides  for  the 
original  Board  of  Pardons,  consisting  of  the  Attorney  Ceneral,  Secretary  of 
State,  and  State  Auditor,  is  still  in  the  Revised  Codes.   The  original  board 
has  not  functioned  since  the  new  one  was  created.   Accordingly,  Section  82- 
903  is  obsolete  and  should  be  removed  from  the  Revised  Codes. 
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RECOMMENDATTON 

We  reoomnend  that   legislation  be  introduaed  to  i-'i>cfij'i\-al/i/ 
eliminate  Section  82-90S,   H.C.M.    1947. 

MONTHLY  MEETINGS 

Section  94-9822,  R.C.M.  1947,  provides  that  the  board  shall  meet  at  least 
once  each  month.   Occasionally  during  1972-73,  the  board  met  every  two  months 
but  in  order  to  meet  the  statutory  requirement,  the  board  met  on  the  last  day 
of  one  month  and  the  first  day  of  the  next.   The  major  expressed  reason  for 
this  is  that  it  causes  less  time  away  from  the  other  occupations  of  the  board 
members . 

On  occasion  the  board  has  not  met  the  second  day  as  required.   This 
occurred  twice  durlnR  1972-73.   This  situation  Indli-.itos  th.it,  li.ised  upon  llu- 
current  function  of  the  board,  monthly  meetings  may  not  be  ne(.essary .   It 
this  is  the  case,  the  law  should  be  changed.   However,  the  function  of  the 
board  is  currently  under  review  and  may  be  expanded . 

The  National  Advisory  Commission  on  Criminal  Justice  Standards,  estab- 
lished in  1971,  developed  standards  and  goals  for  the  national  criminal 
justice  system.   Included  in  these  standards  and  goals  is  Standard  No.  12.3, 
adopted  by  the  Montana  Conference  on  Corrections  in  1972,  which  includes 
the  provision  that: 

"A  iiroper  parole  grant  process  should  have  the  I'ollowlnp,  clwiriutor  I  sf  ics : 


"(6)  A  parole  board  member  or  hearing  examiner  should  hold  no 
more  than  20  hearings  In  any  full  day. 


The  board's  annual  report  to  the  Governor  for  1972-73,  shows  an  average 
caseload  of  nearly  56  for  each  day  the  board  met.   Unless  the  board  members 
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review  a   substantial  amount   of   subject  material    in  advance   of   the  meetings, 
they  may   not    have   time    to  give   each   case   the  appropriate  attention. 

imrOMMENDATWN 

We  th'commcnd  l-hai    the  board  meet  monthly  as  required  hij   law  and, 

ij'  drririr.l  ?;.■.•(•;;.■:,)/•//,    /'i', )/'();;,  •   / dji illation   to  mtike  nuw I  I'lKj  wcju! rf- 

iiirnt'.:   nu'fi-   j'l I'.rf hU' . 

\n\KD   ASSETS 

The  department  does  not  include  a  value  for  the  Probation  and  Parole 
Division's  fixed  assets  in  its  financial  statements,  and  has  not  taken  a 
physical  inventory  since  1969.   The  inventory  records  have  not  been  maintained 
on  a  current  basis  since  1969.   The  only  control  over  the  equipment  is  check- 
out cards  for  items  issued  to  new  employees  and  these  are  not  complete.   The 
division's  fiscal  officer  stated  that  no  inventories  have  been  taken,  due  to 
l.ul<  oi  piMsonnol  and  time  to  take  them. 

Uy  using  the    196')  inventory  listing,  and  examining  subscquontly  paid 
claims,  we  estimated  the  inventory  value  at  approximately  $29,300,  by  tlie 
criteria  established  by  Management  Memo  70-17.  We  have  verified  the  existence 
of  all  items  listed  as  in  the  Deer  Lodge  office,  totaling  over  $12,500. 

Management  Memo  70-17  states  that  a  physical  inventory  should  be  taken 
annually,  preferably  on  June  30,  and  that  the  changes  during  the  year  should 
be  recorded.   Due  to  their  low  turnover  of  fixed  assets,  it  should  be  a 
relatively  easy  task  for  the  department  to  keep  the  division's  fixed  asset 
records  current. 

HKCOMMUNDATWN 

We  recommend  that   the  department  conduct  a  physical  inventory  as  soon 

as  possible,   and  comply  with  the  other  inventory  procedures  set 

forth  in  Management  Memo  70-17. 
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EMERGENCY  EMPLOYMENT  RECEIPTS 

Payments  for  federal  Emergency  Employment  Act  (EEA)  grants,  made  tlirough 
the  State  Employment  Security  Division,  are  sent  to  the  Probation  and  Parole 
Division's  office  in  Deer  Lodge.   The  division's  fiscal  officer  records  the 
amount  and  mails  the  warrant  to  the  State  Treasurer,  with  a  collection  report, 
for  deposit  in  the  division's  federal  and  private  revenue  account.   Other 
federal  moneys,  received  on  federal  grants,  go  directly  to  the  State  Treasurer, 
and  the  division  is  notified  of  the  receipt.   Some  of  the  KEA  warrants  amount 
to  as  much  as  $6,100  and  are  received  as  often  as  once  monthly. 

The  fiscal  officer  advised  us  that  the  only  reason  the  money  was  sent 
to  the  division's  office  is  to  record  the  amount  and  know  the  money  is  avail- 
able.  This  system  increases  the  exposure  of  such  revenue  to  loss  or  mis- 
appropriation needlessly  because  it  goes  through  the  mail  twice  and  passes 
through  more  hands  than  necessary.   Such  delay  in  depositing  the  money  also 
reduces  the  investment  return  and  can  cause  delays  in  paying  employees  under 
the  EEA  program. 

We  WLTe  Informed  by  Employment  Security  Division  personnel  that 
EEA  moneys  are  disbursed  to  counties,  cities,  and  school  districts,  wliUli 
necessitates  a  disbursement  system  using  checks,  and  state  disbursi-mcMils 
are  handled  in  the  same  manner  to  avoid  having  two  disbursement  systems. 
The  state's  share  of  EEA  moneys  approximates  $1  million  annually.   Further 
study  should  be  made  to  determine  if  a  second  disbursement  system  via  ao- 
warrant  transfer  is  justified.   EEA  financing  is  scheduled  to  expire  June  30, 
1974;  however,  federal  legislation  is  pending  for  similar  manpower  pro^',r;inis 
in  ftiturt-  years,  so  it  is  likely  that  this  disbursement  problem  will  louLhuie. 
In  any  event,  it  is  not  necessary  for  EEA  program  payments  to  be  mailed  to 
Deer  I^odge  for  later  return  to  Helena.   Accordingly,  the  department  should 
notify  the  Employment  Security  Division  to  forward  these  payments  to  tlu- 
State  Treasurer  and  advise  the  department  of  the  transfers. 
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RECOMMENDATION 

W'  iw'ommcnd  that   the  department  request  the  Employment  Security 
nint':u'.<ii   /()  t'riiii t   all   f,\lt'val   minicyi-  due    the  y'r'iA\il!on  and 
/'i))'('/i"  I'f niiu'on  dhh\'thj   to  the  t'tati'  'I'vcmMU'O'  a>id  )u>tifij 
I hr   drptU'tvu'td    oj'  cac'h   lun-li    I't'fnf  I  liOi.'r. 

RHVOI.VINC  KUNI) 

Not  Reported  to  State  Treasurer 

The  department  has  a  checking  account  in  a  local  bank  for  small,  no- 
interest  loans  to  parolees  and  probationers.   These  loans  are  designed  to 
assist  parolees  and  probationers  until  they  re-establish  themselves.   The 
original  amount  establishing  the  account  in  1971,  was  a  $1,500  federal  grant 
rLH-i'ivod  through  the  State  Board  of  Crime  Control  on  an  experimental  basis. 
It  w.is  sot  up  as  a  revolving  fund  and  the  original  $1,500  was  loaned,  with 
the  provision  that  repayments  be  returned  to  the  account  for  further  loans. 

When  tills  account  was  originally  created,  the  Hoard  of  Pardons  was 
advised  to  establish  the  bank  account  and  make  monthly  reports  to  the  State 
Accounting  Bureau  in  Helena.   The  monthly  reports  have  not  been  made,  which 
results  in  no  record  of  the  cash  in  the  State  Treasury  or  the  Statewide 
Budgeting  and  Accounting  System.   This  results  in  an  understatement  of  the 
state  assets  and  a  lack  of  control. 

A  recent  Management  Memo,  2-73-8,  states  that  Sections  79-301  and  79- 
306,  R.C.M.  1947,  "preclude  any  state  agency  from  maintaining  a  non-treasury 
bank  account  without  the  approval  of  the  State  Treasurer  and  the  Board  of 
Investments.   This  approval  must  be  in  the  form  of  a  'Request  to  Maintain 
a  Non-Treasury  Bank  Account'." 
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RECOMMEmATION 

We  recommend  that  the  department: 

1.  Notify  the  State  Treasurer  of  the  existence  of  the 
revolving  fund. 

2.  Establish  the  fund  in  the  Statewide  Budgeting  and 
Accounting  System  as  a  contingent  revolving  fund. 

Internal  Control 

Due  to  the  circumstances  of  the  individuals  borrowing  money  from  the 
revolving  fund,  repayments  are  made  in  several  manners.   Parolees  often  pay 
cash  to  their  parole  officer  instead  of  mailing  payments  directly  to  the 
main  office.   Parole  officers  are  instructed  to  accept  such  payments,  be- 
cause failure  to  do  so  might  result  in  no  payment  at  all.   The  officers  are 
directed  to  issue  a  receipt  to  the  individual  and  mail  the  payment  to  the 
fiscal  olflccr  in  Deer  Lodge.   The  fiscal  officer  sends  another  rociMpt,  In 
memo  Idnn,  to  the  Individual.   Tlie  payment  is  recorded  by  the  flsi-al  orriciT. 
Uowt'VLT,  tlie  division  docs  not  Issue  a  uniform  type  of  receipt  and  liie  receipts 
are  not  prenumbered. 

Under  this  method  of  handling  receipts,  insufficient  control  exists  to 
insure  the  payments  are  properly  remitted  on  a  timely  basis.   If  the  officers 
were  issued  prenumbered  receipts,  including  duplicates,  and  had  to  account 
for  each  one,  the  fiscal  officer  would  be  able  to  review  these  receipts  and 
determine  that  all  payments  have  been  accounted  for. 

HEamMENDATlON 

Wr   Vi\unmhihi  lluit    thf  ilfi'dt'tmcnt  riUitb/ iith  d  tujtUi'w  ,>f  iiit,'fthil   r.'itl  r.'l , 
I'lU'lihlhbi  ,fui<h\-<rl r  p)-C) lumbered  n:ccij'ti^    />'  hf    i'i-:uirJ   /.•  .■.(.•//  /'.ir.  •/.■ 
officer,  which  will  provide  a  method  of  verifying  all   loan  t'ciHiim'nl i-. 
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R  cjjah  I  ijr  s  oment 

'I'lu'  loan  1  und  wjis  established  in  September  1971,  for  iio-lnterost  loans 
of  less  than  $200  to  parolees  and  probationers.   The  loans  are  for  a  maximum 
of  one  year  and  the  Individual  is  required  to  sign  a  note  upon  receipt.   The 
hoard  was  required,  under  the  terms  of  the  grant,  to  loan  the  original  $1,500 
by  -lune  If),  197  J,  and  revert  the  baJanco  not  loaned  hy  that  date.   The  total 
was  loaned  by  that  date,  so  the  balance  from  repayments  now  belongs  to  the 
state.   The  board  matched  the  grant  with  $382  of  administrative  expenses. 

We  have  determined  by  aging  the  accounts  that  $365  of  the  loans  are 
probably  bad  debts,  because  they  are  overdue  or  the  parolee  has  violated 
his  parole  by  leaving  his  district  without  permission.   No  method  of  reim- 
bursing the  fund  presently  exists,  and  the  amount  available  for  loans  is 
diminishing.   The  revolving  fund  accountability  currently  consists  as  follows; 
Cash  in  Bank  $   701 

Accounts  Receivable: 

Less  than  one  year  old        $422 
Over  one  year  old  215 

Parole  violator  at  large       150         787 

Check  Charges  12 

Total  $1,500 

A  reasonable  attempt  should  be  made  to  collect  the  old  receivables. 

Any  remaining  receivables  which  are  uncollectible  should  then  be  reported 

to  the  Department  of  Administration,  together  with  a  request  for  permission 

to  write  them  off.   The  authorization  to  approve  the  write-off  of  uncollec- 

tibles  is  provided  by  Section  82-110(c),  R.C.M.  1947. 

RKCOMMENDATTON 

Wc  reaomrnend  that  the  department  make  a  timelij  attempt   to  collect 
(vnounts  due  from  revolving  fund  loans  and  report  those  which  are 
unt'olleatible  to  the  Department  of  Administration  as  provided 
for  Uj  Section  82-110(a),   R.C.M.    1947. 


BUDGETARY  CONTROLS 

Late  in  1972-73,  the  department  found  it  necessary  to  request  a  budget 
amendment  transferring  $3,168  from  the  Probation  and  Parole  Division's  general 
fund  "operations"  appropriation  to  the  "personal  services"  appropriation  in 
order  to  meet  the  payroll  for  the  bi-weekly  pay  period  ending  June  22,  197  3. 

The  administrator  of  the  department's  Centralized  Services  Division 
advised  the  Probation  and  Parole  Division  to  curtail  travel  as  a  means  of 
providing  the  resources  for  the  transfer.   This  resulted  in  nearly  50  percent 
reductions  in  per  diem  and  personal  mileage  costs  and  a  $3,000  reduction  in 
motor  pool  costs,  compared  to  previous  months. 

This  budget  amendment  was  necessitated  by  several  fiscal  problems: 

1.  Employee  pay  raises  of  slightly  over  4  percent  were  provided 
although  the  appropriation  for  personal  services  in  1972-73 
was  only  3.5  percent  more  than  in  the  previous  fiscal  year. 

2.  Failure  to  budget  matching  amounts  to  cover  employee  benefits, 
as  specified  in  federal  grant  provisions. 

3.  Increase  in  social  security  rates,  not  anticipated  in  time 
for  budgeting,  from  5.2  percent  to  5.85  percent  in  January 
1973. 

Even  the  budget  amendment  was  not  sufficient  to  provide  for  all  accruiils 
of  salaries  up  to  June  30,  1973.   In  addition,  the  budget  amendment  so  re- 
duced the  remaining  operations  appropriation  that  all  costs  of  operations 
could  not  be  accrued. 

The  department  did  not  accrue  a  substantial  portion  of  support  expendi- 
tures for  the  Probation  and  Parole  Division's  personal  services  and  operations 
at  the  end  of  both  the  1971-72  and  1972-73  fiscal  years.   This  resulted  in 
a  net  $6,551  understatement  of  general  fund  support  expenditures  for  1972-73, 
as  indicated  in  the  following  schedule: 
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GENERAL  FUND 
UNRECORDED  ACCRUALS 


June  30 


Net  Effect 
1972       1973    for  1972-73 


Personal  Services 


Salaries  $2,942     $  3,011 

Benefits  350        355 

Total  Personal  Services  3.292       3,366     $   (74) 

Operations 

Communications  &  Transportation 

Repairs  &  Maintenance 

Utilities 

Supplies  &  Materials 

Contracted  Services 

Travel 

Total  Operations 
Total 

The  department  has  not  complied  with  the  regulation  in  Chapter  2-1400  of 
the  Montana  Administrative  Manual,  which  states  that  it  is  necessary  "to  accrue, 
as  expenditures,  valid  obligations  created  during  the  time  of  the  appropria- 
tions availability."  The  modified  accrual  system  used  by  the  state  is  based 
on  this  premise,  that  an  agency  is  given  the  authority  to  "spend  a  specified 
sum  of  money  for  a  specified  period  of  time." 

The  administrator  of  Centralized  Services  Division  has  notified  the 
Probation  and  Parole  Division  not  to  hire  one  of  the  two  authorized  Hearings 
Officers  until  this  carryover  of  expenditures  from  1972-73  can  be  recovered. 
This  results  in  a  vacancy  in  one  position  until  November  1973,  at  the  earliest. 
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1,546 

14 

-0- 

-0- 

17 

-0- 

88 

-0- 

150 

3,740 

8,430 

3,754 

10,231 

(6,477) 

$7,046 

$13,597 

$(6,551) 
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We  questioned  five  parole  officers  about  the  effect  the  curtailment 
had  on  their  work  performance.   Four  of  the  five  stated  that  it  had  definitely 
hindered  their  work,  because  they  did  not  see  some  parolees  as  often  as  they 
should  have.   They  all  managed  to  produce  their  monthly  reports  of  meetings 
with  each  parolee,  but  could  not  get  to  those  who  had  special  problems  at 
other  times  of  the  month.   One  officer  stated  that  "serious  problems"  would 
have  developed  if  the  curtailment  had  lasted  longer. 

Such  financial  difficulties  and  resultant  curtailment  of  vital  programs 
were  caused  by  a  lack  of  planning  and  proper  care  in  controlling  expenses. 
Reasonable  budget  forecasting  would  prevent  the  occurrence  of  such  financial 
difficulties.   The  State  Budget  Bureau  recommended  approval  of  the  budget 
amendment  because  the  alternative  was  to  send  employees  home  on  leave  without 
pay,  causing  an  abrupt  halt  to  the  board's  programs. 

The  Accounting  Bureau  of  the  Department  of  Administration  was  lax  with 
respect  to  the  pre-audlt  of  claims  submitted  at  the  beginning  of  1973-74,   The 
bureau's  system  correctly  provides  that  the  bureau  will  send  claims  against 
a  current  year  appropriation  back  to  the  submitting  agency  if  the  bureau 
notes  the  claims  are  applicable  to  the  preceding  year.   However,  if  an  agency 
returns  them  with  the  note  that  accruals  are  not  possible  because  the  agency's 
appropriations  are  insufficient  to  allow  accrual,  then  the  bureau  permits 
the  claims  to  be  charged  against  the  current  year  appropriation.   This  pro- 
cedure is  not  consistent  with  the  state's  accounting  system,  results  in 
inaccurate  financial  reports,  does  not  encourage  fiscal  responsibility  on 
the  part  of  state  administrators,  and  is  contrary  to  the  law. 

In  the  case  of  the  Probation  and  Parole  Division,  the  administrator 
claims  many  expenditures  were  made  by  him  at  the  direction  of  a  former  board 


chairman,  and  that  under  such  circumstances,  were  beyond  his  control.   Section 
94-9826,  R.C.M.  1947,  places  responsibility  for  expenses  with  the  board. 

Section  79-901,  R.C.M.  1947,  makes  it  unlawful  for  any  state  officer  or 
ho.'ird  to  Incur  or  permit  the  IncurrinR  of  any  obligation  In  any  one  year,  in 
ixcoss  of  tho  income  provided  by  legislative  aiiproprl.it  ion  for  sucii  year. 

The  proiilems  presented  in  the  preceding  paragraplis  pertain  exclusively 
to  the  Probation  and  Parole  Division.   However,  we  were  informed  by  Department 
of  Administration  officials  that  other  claims  were  processed  and  paid  from 
1973-74  appropriations  even  though  the  transactions  pertained  to  the  preceding 
year.   These  claims  were  not  accrued  because  of  oversight  or,  in  some  instances, 
the  agency  appropriations  were  depleted.   As  a  consequence,  not  only  were  the 
prior  year  appropriations  in  effect  overspent,  but  also  the  reported  expendi- 
tures for  the  prior  year  and  current  year  are  In  error. 

The  solution  to  future  problems  of  this  nature  is  twofold.   First,  from 
a  statewide  standpoint,  the  basic  responsibility  to  control  expenditures 
rests  with  the  head  of  the  agency  to  which  the  appropriations  are  made. 
Accordingly,  state  agencies  must  adopt  and  utilize  budgeting  and  appropriation 
control  procedures  which  realistically  forecast  needs  and  keep  expenditures 
within  appropriations.   Beginning  July  1,  1973,  the  Centralized  Services 
Division  started  exercising  some  controls  over  the  Probation  and  Parole 
Division's  administrative  operations  which  could  be  sufficient  if  they 
include  effective  budgetary  and  expenditure  controls. 

Secondly,  the  Department  of  Administration  is  responsible  to  determine 
that  authorized  spending  authority  is  not  exceeded.   Consequently,  the  Depart- 
ment of  Administration  should  modify  its  present  procedures  to  assure  that 
claims  are  paid  or  accrued  in  the  proper  year.   In  those  instances  where  the 
appropriations  have  been  depleted  and  prior  year  claims  have  not  been  accrued. 
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the  Department  of  Administration  should  (1)  verify  the  validity  of  the 
claim,  (2)  ascertain  why  it  was  not  accrued,  and  (3)  prepare  a  budget  amend- 
ment advancing  money  from  the  succeeding  year  appropriation  to  pay  the  cLaim(s). 
Upon  approval  by  the  Governor,  the  claim(s)  should  be  paid.   At  this  point  in 
time,  the  Governor  would  be  In  a  position  to  take  any  necessary  administrative 
action.   These  instances  should  then  be  reported  to  the  next  Legislative 
Assembly  pursuant  to  Section  79-1019,  R.C.M.  1947. 

Section  79-1019,  R.C.M.  1947,  currently  limits  the  authority  of  the  Governor 
to  advance  moneys  from  one  year  to  the  preceding  year  by  restricting  such  action 
to  within  a  biennium,  i.e.,  the  Governor  can  authorize  the  expenditure  of 
second-year  appropriations  during  the  first  year  and  then  seek  a  supplemental 
appropriation.  If  needed.   Inasmuch  as  the  Legislative  Assembly  Is  now  (.-on- 
venlng  each  year,  the  restriction  to  a  single  biennium  should  be  modified. 
That  is,  after  the  appropriation  acts  for  the  next  biennium  have  been  passed, 
based  upon  valid  claims,  the  Governor  should  be  able  to  advance  money  from 
the  first  year  of  the  next  biennium  to  the  second  year  of  the  current  biennium 
through  the  budget  amendment  process,  provided  the  budget  amendments  are  re- 
ported to  the  next  Legislative  Assembly.   This  procedure  would  allow  valid 
obligations  to  be  paid  and  recorded  in  the  applicable  year  of  expenditure. 
It  would  also  allow  the  Legislative  Assembly  to  oversee  sucIj  action. 

The  only  alternatives  to  such  a  procedure  Lliat  wiuiUi  rL-t.iiii  thi'  lu-ir.'iSiiry 
disclosure  aspect  are  not  acceptable  because  of  the  state's  moral  ohiigalion 
to  pay  the  claims.   One  would  be  to  not  pay  the  bills  at  all  because  thoy  coukl 
be  construed  as  evolving  from  illegal  contracts.   The  other  would  he  hold  the 
bills  for  approval  by  the  next  legislature,  but  this  could  result  in  long 
delays,  unfair  to  the  vendors. 
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RPKyjMMENDATJON 

W'  vccorimcnd  that: 

1.  'i'iw  ({t'l'in'trnrnl  oversee   the  budgetiruj  and  t-xpenditurc 
L'onti'ol  pvooedui'cr,  of  ihc  boat'd. 

2.  The  Department  of  Administration: 

(a)  u^eek  amendment  of  Section   70-1019,   R.C.M.    1947, 
to  allow  the  Governor  to  authorize  budget  amend- 
ments advancing  spending  authority  from  the  suc- 
ceeding year  appropriation  without  restriction 
as  to  biennium. 

(b)  Modify  claim  processing  procedures  to  the  extent 
necessary  to  detect  those  claims  which  should  have 
been  accrued  and  paid  in  the  pyn-ov  year. 

(c)  Oiarge  all  claims  against   the  proper  appropriation 
so  that  expenditures  are  recorded  in  the  proper' 
year. 

PAYROLL 

Leave  Accumulations  and  Terminations 

The  Probation  and  Parole  Division  Is  improperly  accumulating  employee 
leave  balances  and  computing  termination  payments. 

Vacation  leave  is  accumulated  in  excess  of  the  statutory  limit  of  thirty 
working  days  (240  hours)  on  December  31.   For  example,  the  leave  records  for 
one  employee  show  800  hours  (100  days)  of  annual  leave  accumulated.   All  but 
240  hours  of  this  cannot  be  used  or  compensated  on  termination,  due  to  statutory 
limits. 

Pursuant  to  legislation  enacted  in  1971,  state  employees  are  entitled 
to  be  paid  for  one-fourth  of  their  accumulated  sick  leave  balance  upon 
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termination  from  state  service.   The  law  provides  that  the  payment  will  be 
computed  at  the  salary  rates  at  which  the  sick  leave  was  earned.   However, 
the  division  is  paying  sick  leave  termination  pay  at  the  rate  on  the  termi- 
nation date  instead  of  the  rates  at  which  it  was  earned.   This  is  contrary 
to  the  law,  the  agency's  own  sick  leave  policies,  and  the  "Employee  Hand 
Book."  This  has  resulted  in  overpayments  to  terminating  employees,  although 
the  overpayments  have  been  relatively  insignificant  in  most  cases  (less  than 
$25). 

The  division  advances  sick  leave  to  employees  in  excess  of  their  accumu- 
lated balances  and  no  attempt  is  made  at  termination  to  recover  this  advance 
by  charging  vacation  leave  or  leave  without  pay,  as  provided  by  the  agency's 
policies  and  the  handbook.   Advancement  of  sick  leave  in  one  case  resulted 
In  an  overpayment  of  $64  for  the  31^  hours  advanced.   The  law  does  not  provide 
for  advances  of  sick  leave,  and  the  Montana  Admlnist  rat  i  vi>  Manual  (Socl  ion 
1-0304.87)  expressly  forbids  advancing  sick  leave  credits  to  employees. 

The  lack  of  knowledge  of  the  proper  methods  for  computing  termination 
pay  and  accumulating  leave  is  the  major  cause  of  these  errors.   The  personnel 
responsible  for  computing  termination  pay  and  recording  leave  should  be  know- 
ledgeable of  all  applicable  statutes  and  regulations. 

RECOMMEmATION 

We  veoommend  that  the  department  adjust  the  records  to  somply  with 
statutes  arid  record  leave  balances  and  make   termination  pay  compu- 
tations in  ihwu-dnnci'.  loith  iht'   Iciu  atui  thr  Montana  Admini tUrat  ior 

MiViual . 
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Board  Member  Compensation  and  Travel 

Board  members  were  compensated  at  the  rate  of  $15  per  day  during  1971-72 
and  1972-73,  even  though  the  law  entitles  them  to  receive  $25  per  day.   In 
.ultlillon,  tlu'Y  h.ivo  heon   reimbursed  at  a  reduced  per  diem  rate  I'or  travel 
I'xpenses  iiisl(\iil  of  actual  anil  necessary  expi'uses  as  requircti  iiy  law. 

Sectit)n  82A-1I2(7),  R.C.M.  1947,  appllciiblc  to  quasi-Judicial  boards, 
states  that  "...  each  member  is  entitled  to  be  paid  $25  for  each  day  in 
which  he  is  actually  and  necessarily  engaged  in  the  performance  of  board 
duties,  and  he  is  also  entitled  to  be  reimbursed  for  actual  and  necessary 
expenses  incurred  while  in  the  performance  of  board  duties." 

The  above  cited  section  is  part  of  the  laws  concerning  reorganization 
of  the  executive  branch  of  State  Government  and  repealed  the  statute  (Section  94- 
9822)  that  provided  for  the  $15  per  day  payment.   However,  the  board  members 
weri>  continued  to  bo  paid  in  accordance  with  the  old  law  during  1971-72  and 
1972-7!!. 

In  lieu  of  paying  actual  and  necessary  expenses,  the  board  has  determined 
that  $8  per  day  was  sufficient  to  cover  the  members'  expenses  and  has  followed 
the  practice  of  paying  this.   Essentially,  this  is  a  reduced  per  diem  rate 
because  "actual  and  necessary"  expenses  are  not  required  to  be  stated  or 
documented  by  board  members.   Section  59-538,  R.C.M.  1947,  required  that 
the  amount  of  per  diem  allowance  for  in-state  travel  be  $13.50  or  a  fraction 
thereof  (during  1972-73).   The  board  members  should  be  paid  either  actual 
and  necessary  travel  expenses  or  the  amount  required  in  law  as  a  per  diem 
allowance,  rather  than  an  arbitrarily  set  per  diem  rate. 

RECOMMENDATION 

We  recommend  that  the  department  make  payments  of  compensation  and 
travel  reimbursements  to  board  members  in  accordance  with  statutes. 


-19- 


Additional  Benefits  to  the  Administrator 

The  administrator  of  the  Probation  and  Parole  Division  is  provided  at 
state  expense  with  a  residence,  including  telephone  and  utilities,  on  Prison 
Ranch  //4.   He  Informed  us  that  these  were  conditions  granted  when  he  was 
hired  in  1969  through  verbal  discussions  with  the  former  Governor  and  former 
board  chairman.   Both  the  Governor  and  board  chairman  have  since  changed. 

The  residence  has  an  insured  value  of  $10,600.   The  benefits  in  addition 
to  his  salary  during  1972-73,  amounted  to: 

Rent  (@  1  percent  of  the  insured  value)    $1,272 

Utilities  656 

Telephone  325 

Total  $2,253 

Maintenance  is  also  provided  for  the  residence,  but  no  value  was  assigned. 

The  utilities  included  electricity  and  propane,  and  were  the  only  costs 
the  division  incurred  for  utilities  during  the  fiscal  year. 

Long  distance  telephone  calls  at  the  administrator's  residence  totaled 
$179.   We  determined,  from  a  sample  of  two  months,  that  82  percent  of  the 
long  distance  calls  were  for  personal  reasons.   Based  on  that  percentage, 
$325  of  the  telephone  bill  was  for  personal  reasons. 

The  department  and  board  have  no  written  contract  with  the  administrator 
specifying  a  salary  basis  or  benefits.   In  any  instance  when  special  benefits 
in  addition  to  salary  and  normal  employee  benefits  are  to  be  provided  to  a 
state  employee,  the  conditions  and  benefits  should  be  documented  in  writing. 

RECOhlMENDATION 

Wc   iW'onnni'Jul  tJuil    tha  depat'tmenf ,    hi  com; ul tat  ion  urlth   the  Ihhvd, 

i'stabiiiih  a  tjfi tteyi  a<jr>e(jment  loi  th   tJic  aiiinhii-itt  )\iti^\',   ■••/'•■''''./ ;7- 

iru)  Jiis  salarij  and  all  additional  benefits. 
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TRAVEL  EXPENDITURES 
Travel  Expense  Claims 

Several  problems  were  noted  in  the  area  of  travel  expense  claims, 
including  blank,  pro-signed  claims  and  an  error  rate  of  nearly  30  percent 
on  t  III'  I- 1 .1  inis  . 

(1)  Tlir  l'ii)l);il  ion  and  I'.irolo  Division's  t  1  sea  1  olfiicr  maintains  a 
supply  of  blani<^  traveJ  claims,  pre-slgned  by  all  field  ot  fleers  and  board 
members.   All  employees  send  in  a  monthly  worksheet  of  their  travel  expenses, 
which  is  reviewed  for  mathematical  correctness  and  then  retyped  in  triplicate 
on  a  travel  claim.   We  were  advised  that  one  reason  for  this  was  to  improve 
the  appearance  of  the  documents. 

This  procedure  results  in  poor  control  and  needless  additional  work. 
'I'hf  employee  should  prepare  his  own  travel  claims  and  his  immediate  super- 
vlsi>r  siiould  review  liis  claim  for  correctness.   Retyping  ol"  tlie  documents 
results  in  unni'cess.'iry  additional  work  to  Improve  appearanci's ,  wliiili  is 
discouraged  by  Management  Memo  70-22. 

(2)  Nearly  30  percent  of  all  claims  for  a  sample  month  were  found  to 
still  contain  errors  after  they  had  been  reviewed.   These  errors  totaled 
$31  for  the  month.   These  errors  resulted  from  lack  of  familiarity  with 
and  improper  interpretation  of  the  procedures  for  determining  travel  allow- 
ances, as  set  forth  in  Management  Memo  70-22. 

A  short  instructional  session,  conducted  by  a  qualified  person,  sup- 
ported by  strict  review  of  the  claims,  would  eliminate  these  errors. 

Tlie  inaccurate  and  unreliable  information  on  these  reports  results 
from  the  failure  to  realize  their  importance  in  documenting  the  movement 
of  the  employee,  and  defeats  the  purposes  of  these  reports. 
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RECOMMENDATION 

We  veaommend  that  the  department: 

1.  Instruct  employees  as  to  proper  computation  of  travel 
allowances . 

2.  Require  employees  to  prepare  and  then  sign  their  travel 
claims. 

3.  Establish  a  strict  claim  review  system  by  each  employee's 
immediate  supervisor. 

Personal  Use  of  State  Vehicle 

An  employee  of  the  Probation  and  Parole  Division  commuted  daily  from 
his  home  in  Butte  to  Deer  Lodge  in  a  state  motor  pool  vehicle  for  nearly  a 
year.   His  position  as  Institutional  Parole  Officer  required  his  daily  prosonco 
in  Deer  Lodge  for  hearings  at  the  Prison  and  Rothe  Hall.   This  travel  ended 
in  July  1973,  when  the  employee  was  promoted  and  assigned  to  Butte. 

The  administrator  advised  us  that  the  commuting  in  a  state  vehicle  was 
approved  on  a  "temporary"  basis  by  the  former  board  chairman.   Tlic  State 
Motor  Pool  in  Butte  agreed  to  service  the  vehicle,  according  to  the  admini- 
strator. 

This  employee  commuted  over  1,500  miles  a  montli,  for  a  total  of  U),048 
miles,  at  a  cost  of  $1,638  to  the  state.   This  unnecessary  cost  contributed 
to  the  deficiency  in  the  travel  budget  previously  discussed.   This  also 
resulted  in  the  vehicle  being  unavailable  for  use  by  others  throughout  the 
year. 

Section  53-517(4),  R.C.M.  1947,  and  the  State  Motor  Pool  Regulations 
piohiblt  piM-sona!  use  of  stale  vehicles.   The  law  states  "No  stale  officer 
or  employee  shall  use  any  state-owned  vehicle  for  his  personal  or  i)riv,ite 
use.  .  .  ."   We  discussed  this  situation  with  the  administrator  of    the  Slate 
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Motcir   Vool    and    ho    said    that    their    policy    is    to   allow    it     in   situations   where 
a    lioaiil    i>i    an   ailiiii  n  Isl  lat  or    authorizes    the   i-onimuting   as   a    cond  i  I  ion   ol 
t-iii|i  I  ovnu'iil     on    a    lcm|ioiaiv    hasls.       Since    commul  i  n;.',    I;i    >.'.i'nc  ra  I  I  y    rons  Ule  i  eil 
to    lie    ixMsonal    n^!e,    litis    policy    c-onTllcls    with    the    law. 

Ri':coMMi':[\!i)ATii>iy 

We  reaommend  that  the  department  comply  with  Section  b3-bl7,   R.C.M 
1947. 

Travel  Advances 

The  Probation  and  Parole  Division  requires  employees  to  pay  travel 
expense's  from  their  own  resources.   The  employees  are  reimbursed  only  after 
they  .'^aihmlt  a  monthly  claim  lor  the  travel  ct>sts  Incurred.   Tiu'  paiol«>  officers 
travel  exi  ens  I  vi' I  V  ,  due  to  t  lu>  nature  ol  t  lie  I  r  work  and  the  !arj;i'  districts 
Ihev  covi-r.   ScMiie  etiiplovoes  at  times  Incur  t  ravi- 1  costs  of  iiiori'  than  $;^()() 
monthly. 

Requiring  employees  to  finance  official  state  travel  causes  undue  hard- 
ships on  some  employees  and  is  not  in  the  best  interest  of  the  state.   Two 
methods  of  making  travel  advances  are  currently  available,  i.e.,  contingent 
revolving  fund  account  or  the  "expense  advance  to  employees"  account  provided 
in  the  statewide  budgeting  and  accounting  system.   Use  of  such  a  system  would 
el iminate  hardships  and  substantially  reduce  the  time  required  for  preparation, 
processing,  and  payment  of  travel  claims. 

RECOMMENDATION 

We  recommend  that  the  department  adopt  the  policy  of  making  travel 
advances  available  to  all  employees  who  travel  on  state  business. 
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OTHER  EXPENDITURES 

Personal  Long  Distance  Calls 

The  Probation  and  Parole  Division  pays  monthly  telephone  bills  Tor  tlio 
administrator's  residence  and  all  division  offices,  and  on  credit  cards  held 
by  all  field  officers,  board  members,  the  administrator,  and  the  assistant 
administrator.   Telephone  service  expenses  totaled  over  $9,200  in  1972-73. 
Long  distance  calls,  including  credit  cards,  totaled  over  $1,500. 

No  form  is  used  to  document  the  long  distance  calls  that  are  made.   Be- 
cause no  review  is  made  of  the  credit  card  calls  and  other  long  distance 
calls,  the  possibility  exists  that  the  state  may  pay  for  personal  calls.   It 
is  not  sound  financial  management  for  an  agency  to  pay  bills  without  the 
knowledge  that  they  are  projjer  state  expenses.   Section  1-0911.20  of  the 
Montana  Administrative  Manual,  provides  that  "agencies  will  formulate  or 
adopt  policies  to  control  the  use  of  state  telephones  and  to  discourage  the 
use  of  state  telephones  for  personal  business."   A  record  should  be  kept, 
including  the  names  of  the  parties,  the  purpose,  the  estimated  time,  etc. 
These  records  should  then  be  compared  to  the  billings  and  reviewed  to  assure 
that  the  calls  were  for  state  business. 

RECOMMENDATION 

We  reoommcnd  that  the  department  yequirv  all  cmp'loyccr.   to  vcaovd  loiuj 
distance   teleplionc  calls  on  a  for>m  desujned  for-  fluit   jnirpos,-  and 
establish  rcvicui  pvoaeduves   to  verifij   thai    loncj  ilisltnuw   ti'/.t-phi^t:,- 
calls  billed  the  state  are  for  state  business. 

Attorney   on  Retainer   Basis 

Section  94-9827,    R.C.M.    1947,    allows   the  board   to  appoint   any   qualified 
attorney  or    the  Attorney  General   to  act   as   its   legal   advisor.      The  board    is 
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currently  paying  $150  monthly  to  a  private  attorney.   The  duties  covered 
by  this  retainer  are  not  specified  in  any  written  agreement. 

A  conflict  appears  to  exist  because  the  administrator  expressed  surprise 
upon  rt'ie  I  V  i  11}',  a  rec-ont  statemt'nL  for  st<rvl(e.s  ri'inU'ii'd  by  t  be  .1 1  (  u  im-v  '  .•; 
sciTc't.iry .   I'lu'  sL.it  emenl  totaled  $116,  covering  salary,  per  diem,  and  mileage 
costs.   The  administrator  could  not  tell  us  what  specific  duties  were  in- 
cluded in  the  retainer,  but  provided  a  list  of  four  cases  that  the  attorney 
handled  during  the  1972-73  fiscal  year.   They  were  all  "habeas  corpus"  actions, 

A  written  contract  specifying  the  attorney's  specific  duties  would  pre- 
vent conflict  over  what  legal  work  the  board  must  pay  extra  for. 

RECOMMENDATION 

Wc   r'c commend  that  the  hoard  establish  a  written  agreement  witfi  the 
/'iMM(/'.'}  atl (■'r'Nt'ij,    tipecfi fijing  hit',  dutieti,   ivw/'i v/;,-((/ /'. v/,  ,'/,*. 

CONCI.IIDINC  I'.OMMMNTS 

We  have  reviewed  the  comments  and  recommendations  contained  in  this 
report  with  the  director  of  the  Department  of  Institutions,  his  appropriate 
division  administrators  and,  where  applicable,  the  director  of  the  Depart- 
ment of  Administration.   We  sincerely  appreciate  the  cooperation  and  assist- 
ance provided  us  during  this  audit. 

Respectfully  submitted, 

Morris  L.  Brusett 
Legislative  Auditor 

November  IS,  1973 


-25- 


STATE  BOARD  OF  PARDONS 

ALL  FUNDS 

BALANCE  SHEET 

June  30,  1973 


EXHIBIT  A 


ASSETS 

Cash  in  State  Treasury 
Encumbered  Appropriation 
Total  Assets 


General 
Fund 


$  ~ 

178 

$178 


Federal  &  Private 
Revenue  Fund 


$140 


$140 


LIABILITIES  AND  FUND  BALANCE 
Accrued  Support  Expenditures 
Fund  Balance,  Exhibit  "B" 

'I'ul.il  Liabilities  and  I'und  Balnnco 


$178 


$178 


$  - 

140 

$140 
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STATE  BOARD  OF  PAKDONS 
ALL  FUNDS 
STATEMENT  OF  CHANGES  IN  FUND  BALANCE 
Fiscal  Year  Ended  June  30,  1973 


EXHIBIT  B 


Genera L 
Fund 

$   - 


227,850 
92 


Balance,  July  1,  1972 

Receipts  and  Additions: 

Appropriation  from  General  Fund 

Workmen's  Compensation  Dividend 

Federal  Grants: 

a)  Law  Enforcement  Assistance  Admini- 
stration (from  Board  of  Crime 
Control) : 


Study  &  Evaluation 

Female  Parole  &  Probation  Officers 

Volunteer  Probation-Parole  Coordinator  — 

b)  Emergency  Employment  Act  (from 

Employment  Security  Division)        ^I 


Total  Balance  and  Additions 

Deductions : 

Expenditures  -  Exhibit  "C" 
Revenue  deposited  to  General  Fund 
Balance  reverted  to  General  Fund 

Balance,  June  30,  1973 


227,942 

227,827 
92 
23 


Federal  ^    Private 
Revenue  Fund 

$  2,485 


1,487 
18,206 
12,363 


41,357 
75,898 


75,758 


$ 


140 
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EXHIBIT  C 


STATE  BOARD  OF  PARDONS 

ALL  FUNDS 

STATEMENT  OF  EXPENDITURES  COMPARED  WITH  APPROPRIATIONS 

Fiscal  Year  Ended  June  30,  1973 


General  Fund 

Personal  Services 
Operations 
Total 
Federal  &  Private  Revenue  Fund 
Personal  Services 
Operations 
Total 


1972-73  Budget  Total  Balance 

Appropriations  Amendments  Avai lable  Expenditures  Reverted 

$174,166  $   3,168  $177,334  $177,333  $    1 

53.684  (3,168)  50,516  50.494     22 

$227,850  $  $227.850  $227.827     $ 23 

$   7,600  $  67,695  $  75,295  $  73,293  $2,002 

7.400  —  7.400  2.465  4.935 

$  15.000  $  67,695  $  82,695  $  75,758  $6,937 


ANALYSIS  OF  EXPENDITURES 


Personal  Services: 

Salary  &  Wages 

Other  Compensation 

Employee  Benefits 
Operating  Expenses: 

Contracted  Services 

Supplies  &  Materials 

Communications  &  Transportation 

Travel 

Kent 

11 1  Hit  le.s 

Repairs  &  Maintenance 

Other  Expenses 
Equipment 
Total  Expenditures 


$223,767 
420 
26,439   $250,626 


2,284 

3,268 

11,978 

31,127 

2 .  280 

().')() 

577 

211 

52.381 

578 

$303^585 
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AGENCY   REPLY 


^iidt  of  ^Montaxm 

department  of  ^ngtitutbns 


OOVCRNOR 

Tmomas  I- .  .iHDr.r 


DIRrCTOR 

EDWIN    G      KELLNER 


440    2346 


BOARD    MEMBERS 

RICHARD    V.     BOTTOMLY,    GREAT    FALLS 

JOHN    M     CROSS.    GLENDIVE 

FLOYD   C     HAMILTON      LIVINGSTON 

WILLIS    M     McKEON,     MALTA 

JOHN   W      STRIZICH.     M    D    .    HELENA 


^eUna,  5'.UilU 


Mr.   Mort-jr,  I,.  l:--rur;eLl 
1  ,Oiji;-;laUvo  Amiitor 
SLaio  Capitol 
Helena,   Montana        59601 


Re:    Board  of  Pardons  Audit 


Dear  Mr.   T-'rusett: 

In  conipliancf^  wilh  your-  LMlor  of  Novembt^r  7,    1073,   please  find  my  reply  Lo 
llii'  ri-i'oriittiondaLJoti;;  conl-uni^d  In  your  autb'l  of  thi-  otato  Roard  of  Pardons 
for  Ihi'  ri:;cal  ye.LriMuIrd  .\\i\\o  lU),    107."^. 

llil^  't'ninii'rul'Uioii : 

Wo  ri'fOMinirnd  lli;il   I.Ik^  drparLnuMil  (.•onduci  a  pliy;;ioaL  Jn\/(Milory  :i.:;  ::oon 
a:;  po;;;/.iblc,   :i.nd  comply  wiLli  tlie  otho]'  invcntoiy  prooeduros  ;;ct  fordi 
in  ManaijGtiKMiL  Memo  70-17. 

Response: 

inventory  cards  have  been  provided  and  the  physical  inventoiy  started.    The 
other  provisions  in  Management  Memo  70-17  are  being  followed. 

Recom  m  ondation : 

We  recommend  that  the  department  request  the  Employment  Security 
Division  lo  remit  all  federal  moneys  due  the  Probation  and  I'arole 
Division  dircocLly  to  the  State  Treasurer  and  notify  the  department 
of  each  such  reniittance. 

Response: 

A  li^iter  l\as  been  senl.  to  the  Employment  Security  Division  requesting  this 
change  and  it.  will  be  implemented  in  the  next  payment  period. 

Recom  tri  endation : 


We  recommend  that  the  department: 


Mr.    Mot-rJr,  L,.    ^rusc^tL 


1  .     Noiify  the  oL.-U.r  'i'ro:u^urcr  o]'  the  exir,Lence  of  l.lio  revolvimj  fund. 
",.     I'lsLubli;'!)  Ilic  fund  in  the  SlaLowide  Pudgeting  and  Accounting 
System  ar.  a  contingent  revolving  fund. 

Ro:;ponn(^: 

A  ri-quer.L  has  been  sent  to  the  State  Treasurer  notifying  them  of  the  account 
and  asking  that  the  fund  be  established  within  the  Statewide  Budgeting  and 
Accounting  System  as  a  contingent  revolving  fund. 

KecotTinion(tiLion: 

"W(^  rocotnniend  thai,  the  departniont  establish  a  system  of  internal 
control,  incluciing  duplicate  prenumberod  receipts  to  be  issued  to 
(>:.u-h  parole  officer,  which  will  provide  a  method  of  verifying  all 
loan  repay m( mis. 

Kesponse: 

rr'OTumibered  receipts  have  been  ordered  and  will  be  required  for  use 
whcni  available.     A  continuous  audit  procedure  will  be  implemented  to 
assure  that  all  receipts  arc^  accounted  for.    In  addition  we  will  implement 
a  procedure  where  the  amount  of  payment  is  verified  by  the  payee  which  will 
be  reported  directly  to  the  home  office  and  not  through  the  Parole  Officer. 

R  e  CO  m  n  k  ti  datio  n : 

We  r(H'.omtn(^nd  that  the  department  m.-ilce  a  timely  attempt  to  collect 
amounts  due  from  revolving  fund  loans  and  report  those  which  are 
uncollectible  to  the  Department  of  Administration  as  provided  for 
by  Section  82-110  (c),  R.C.M.  1947. 

Response: 

We  will  initiate  a  collection  procedure  by  assuring  that  monthly  statements  are 
mailed,   that  biannually  the  accounts  are  audited  by  the  Department  Fiscal 
Officer  and  that  notices  of  the  audit  will  be  mailed  at  that  point  to  all  accounts. 
If  an  account  is  determined  to  be  uncollectible  such  shall  be  reported  to  the 
Department  of  Administration  along  with  a  request  to  write  it  off  as  a  bad  debt. 

Recom  m  endation : 

We  recommend  that: 

1.    Tlie  department  oversee  the  budgeting  and  expenditure  control 
procedures  of  the  board. 


Mr.  Morris  L.  Brusett 
November  13,  1973 
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2.    The  Department  of  Administration: 

(a)  Seek  amendment  of  Section  79-1010,  R.C.  M.  1047,  Lo 
allow  the  Governor  to  authorize  budget  amendtnent.r. 
advancing  spending  authority  from  the  succc^ediruj  yi^ar 
appropriation  without  restriction  as  to  bienniiuu. 

(b)  Modify  claim  processing  procedures  to  the  extent  necessary 
to  detect  those  claims  which  should  have  been  ace  cuixi  :iTut 
paid  in  the  prior  year. 

(c)  Charge  all  claims  against  the  proper  appropriation  so  that 
expenditures  are  recorded  in  the  proper  year. 

Response: 

1.    The  Department  has  recently  and  will  continue  to  involve  itself  in  the 
budgc^ting  and  ex|xmditure  control  of  Toard  of  Pari  Ion;;  funds.    Wo  will 
anaiy/.e  their  financial  reports  e^ach  month  and  whore?  Ticci^r.sai-y  rondm-L 
do: -.i^r  audit  proctnluro. 

Recommendation: 

We  rcconnnend  Lhal.  llu^  dopartnumt  adju;:t  lhi>  n-cords  lo  comF)Iy  wilh 
statutes  and  rc^cord  l(.-;avo  balancer,  and  t]\j.kc  ttn-minaLion  (jay  compu- 
tations in  accordance  with  the  law  and  Iho  Montana  AdmJni;-.!  raiivo 
Manual. 

Response: 

The  payroll  records  of  the  Board  have  been  checked  for  compliance  with  state 
statutes  and  adjusted  accordingly.    Future  checks  will  be  made  to  be  certaiai 
that  proper  records  are  maintained  in  compliance  with  law  and  the  Montan:ii 
Administrative  Manual. 

Reco  mmendation: 

We  recommend  that  lln!  (li'p;i.rlmenl  makc^  payments  of  compi^nsaLion  and 
travel  reittilmrsemenLs  to  boi.rd  membof;;  in  :n-cordance  witii  iiIlI.uI.c;;. 

Response: 

This  has  been  discussed  with  the  Administrator  oi  the  l^oard  of  Panions 
and  Board  Members  will  henceforth  be  compensated  in  accordance  with  state 
statutes. 


Mr.   Morn:-  h.   BrucetL 
Novombor  13,   1973 


r-\(H'orriiinni(i.;iliori: 


W(^  r(H\)niin(^iKl  IIklI  tho  departrru^nt,  in  consultation  with  the  board, 
(>;-.L:ililj;-;h  :l  wr.itL(M'i  agreement  willi  the  adniinistralor,  .specifying 
Irir.  ;-.alary    ijut  ail  aiiditional  lumrfit.'-;. 

l\'(':-pon.".i': 

The  Pi  rector  of  the  Hepartment  of  Institutions  has  made  arrangements  to 
consult  with  the  Board  Chairman  of  the  Board  of  Pardons  and  a  written 
agreement  will  be  drafted  specifying  all  terms,  aspects  and  conditions 
of  employment  including  benefits. 

Recommendation: 

We  recommend  thai  the  department: 

1.     Instrucl  ejnployees  as  to  proper  computation  of  Lravel  allowances. 
;'..     K'eqviirc^  employees  to  prepare  and  then  sign  their  travel  claimis. 
3.     I'ls.tabhish  a  slric.t  claim  revic^w  system  by  eacli  employee's 
I  tnmedJaU^  siipiM'vJs.or. 

l\'i\spoii:'c: 

1.     l';niployo(\s  haw  been  instructed  as  to  proper  completion  of  travel  claims 
and  if  necessary  will  be  given  further  instruction. 

;',.     Ivrnployees  are  now  being  required  to  prepare  and  sign  their  travel  claims. 

.'■5.     All  Lravel  cTaims,  will  be  reviewed  by  employee's  immediate  supervisor, 
then  by  tlie  I  tome  Office  of  the  Board  of  Pardons  and  lastly  by  the  Central 
Office  of  tho  Department  of  Institutions  before  submission  for  payment. 

Recommendation: 

W(^  recommend  that  the  department  comply  with  Section  ^<i-bl7,   R.C.  M. 
ID'IY. 

Response: 

This  situation  has  tieen  corrected.    It  is  not  now  occurring  and  will  not  be 
;-i.ilowed  lo  occur-  in  the  future. 


Mr.   Morris  L.  Hrusett 
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Recommendation : 

We  recommend  that  the  department  adopt  the  policy  of  making  travel 
advances  avilable  to  all  employees  who  travel  on  stuLe  businc;;;;. 

Response: 

The  department  has  recommended  to  the  Administrator  of  tlic  hoard  of 
Pardons  that  he  send  a  memo  to  all  employees  of  Uu^  I 'oard  acivii-.ituj  Uiom 
that  travel  advances  can  be  made  for  state- required  travel  where  siu-.h 
is  necessary. 

Recommendation: 

We  recommend  that  the  department  require  all  employees  to  record 
long  distance  telephone  calls  on  a  form  designed  for  tiiat  pur{X);;e  and 
establish  review  procedures  to  verify  that  long  distancte  t(>U^phone 
calls  billed  the  state  are  for  state  busines;^ 

Response: 

A  log  form  has  been  supplied  to  the  Administrator  by  the  deparlmenL  for  use 
in  recording  long  distance  calls  and  he  has  been  requested  to  implenient  its 
use  by  all  employees  to  include  liimself . 


hi  conclusion  I  would  add  that  I  foresee  no  problems  in  working  with  the 
Board  of  Pardons  in  implementing  these  recommendations,  provided 
that  agency  is  prepared  to  accept  being  attached  to  this  Doparltuent  for 
administrative  purposes. 


Sincerely, 


Director 
EGK/mjr 


STATE   OF   MONTANA 


..^"^in 


THOMAS  L   JUDOE 

aovtmnon 


RECEIVED 
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BOBBY  C    MILES,  dihictob 

INTEftSTATC  COMPACT  ADMINrBTKATOR 
OCCR  LODOI 


Edwin  (;.  Kellner,  Director  '-        '"/r  ^ 

Department  of  Institutions 
1236  ICnst  Sixth  Avenue 
Helena,  Montana  59601 

RK:   Legislative  Audit  Recommendations  on  Examination  of  Financial 
Statements  for  the  Fiscal  Year  Ending  June  30,  1973 

Dear  Mr.  Kellner: 

This  is  in  regard  to  the  report  on  examination  of  financial  statements  for  the 
fiscal  year  ending  June  30,  1973,  to  the  Department  of  Institutions  regarding 
the  recommendations  that  have  been  submitted. 

RECOMMENDATION:   We  recommend  that  legislation  be  Introduced  to  specifically 
eliminate  Section  82-903,  R.C.M.  1947. 

Chapter  153,  Section  2,  of  the  1955  Session  Laws,  created  the  present  "State 
Board  of  Pardons"  consisting  of  three  gubernatorially  appointed  members. 
Section  31  of  the  same  Act  repeals  all  other  laws  inconsistent  with  the  Act's 
provisions.   However,  Section  82-903,  R.C.M.  1947,  which  provides  for  the  orig- 
inal Board  of  Pardons,  consisting  of  the  Attorney  General,  Secretary  of  State 
and  State  Auditor,  is  still  in  the  Revised  Codes.   The  original  board  has  not 
functioned  since  the  new  one  was  created.  Accordingly,  Section  82-903  is  ob- 
solete and  should  be  removed  from  the  Revised  Codes. 


THE  BOARD  OF  PARDONS  WILL  INTRODUCE  LEGISLATION  TO  SPECIFICALLY  ELIMINATE  THE 
OBSOLETE  SECTION  82-903  SO  THAT  IT  CAN  BE  REMOVED  FROM  THE  REVISED  CODES. 


RECOMMENDATION:   We  recommend  that  the  Board  meet  monthly  as  required  by  law 
and,  if  deemed  necessary,  propose  legislation  to  make  meeting  requirements 
more  flexible. 


Section  94-9822,  R.C.M.  1947,  provides  that  the  Board  shall  meet  at  least  once 
each  month. 


Kdwin  C.    Kellner 
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Till'.  I'KI'.SKNI'  HOAKI)  I'h'.KI.S  THAT  THIS  STATllTK  IS  WOKKAULK  AND  I'l.KX  1  Kl.K  AND  THAT  THKY 
SHOtH.I)  MI'.I'.T  AT  l.l'.AST  ONCI'.  A  MONTH,  OK  MOKl'!  OI'TKN  WIII'IN  I'lMl'.  Kl'.ljll  I KKS.  THl'Kl'.l'Ol^l'. , 
THI'iY  I'KI:;!.  THAT  NO  CllANCH:;  WOULD  liE  NEEDED  BY  THE  LECISIATUKli  10  MAKE  THIS  STATUTE 
MORE  FLEXIBLE. 


RECOMMENDATION:   We  reconunend  that  the  Department  conduct  a  physical  inventory 
as  soon  as  possible,  and  comply  with  the  other  inventory  procedures  set  forth  in 
Management  Memo  70-17. 

llie  Department  docs  noL  include  a  value  for  the  Probation  and  Parole  Division's 
fixed  assets  In  its  financial  statements,  and  has  not  taken  a  physical  inventory 
since  1969.   Tlie  Inventory  records  have  not  been  maintained  on  a  current  basis 
since  1969.   The  only  control  over  the  equipment  is  check-out  cards  for  items 
issued  to  new  employees  and  these  are  not  complete.   The  Division's  fiscal  offi- 
cer stated  that  no  inventories  have  been  taken,  due  to  lack  of  personnel  and 
time  to  take  them. 

Management  Memo  70-17  states  that  a  physical  inventory  should  be  taken  annually, 
preferably  on  June  30,  and  that  the  changes  during  the  year  should  be  recorded. 
Due  to  their  low  turnover  of  fixed  assets,  it  should  be  a  relatively  easy  task 
for  llio  DopnrLmcnt  to  keep  llie  Division's  fixed  asset  records  current. 


THE  BOARD  OF  PARDONS  WILL  CONDUCT  A  PHYSICAL  INVENTORY  AS  SOON  AS  POSSIBLE,  AND 
COMPLY  WITH  THE  OTHER  INVENTORY  PROCEDURES  SET  FORTH  IN  MANAGEMENT  MEMO  70-17. 


RECOMMENDATION:   We  recommend  that  the  Department  request  the  Employment  Security 
Division  to  remit  all  Federal  monies  due  the  Probation  and  Parole  Division  di- 
rectly to  the  State  Treasurer  and  notify  the  Department  of  each  such  remittance. 

Payment;;  for  I'edcrnl  I'^mergency  Employment  Act  (EEA)  grants,  made  through  the 
SI  Mil-  I'.iuiiloymcnl  Security  Division,  nrc  sent  to  tlie  Probation  and  Parole  Divi- 
sion's office  in  Deer  Lodge.   The  Division' h  fiscal  officer  records  Lhc  ;imounl 
and  mails  the  warrant  to  the  State  Treasurer,  with  a  collection  report,  for  de- 
posit in  the  Division's  Federal  and  private  revenue  account.   Other  Federal  mon- 
ies received  on  Federal  grants  go  directly  to  the  State  Treasurer,  and  the  Divi- 
sion is  notified  of  the  receipt.   Some  of  the  EEA  warrants  amount  to  as  much  as 
$6,100  and  are  received  as  often  as  once  monthly. 

We  were  Informed  by  Employment  Security  Division  personnel  that  EEA  monies  are 
disbursed  to  counties,  cities  and  school  districts,  which  necessitates  a  disburse- 
ment system  using  checks,  and  state  disbursements  are  handled  in  the  same  manner 
to  avoid  having  two  disbursement  systems.   The  state's  share  of  EEA  monies  approx- 
imates $1  million  annually.   Further  study  should  be  made  to  determine  if  a  second 
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disbursement  system  via  no-warrant  transfer  is  justified.  EEA  financing  is 
scheduled  to  expire  June  30,  1974;  however.  Federal  legislation  is  pending  for 
similar  manpower  programs  in  future  years,  so  it  is  likely  that  this  disburse- 
ment problem  will  continue.  In  any  event,  it  is  not  necessary  for  EEA  program 
payments  to  be  mailed  to  Deer  Lodge  for  later  return  to  Helena.  Accordingly, 
the  Department  should  notify  the  Employment  Security  Division  to  forward  these 
payments  to  the  State  Treasurer  and  advise  the  Department  of  the  transfers. 


THE  BOARD  OF  PARDONS  DISCUSSED  THIS  RECOMMENDATION  WITH  THE  DEPARTMENT  AND  Wl 
WERE  ACREFJVBLE.  THEREFORE,  THE  DEPARTMENT  WILL  ANSWER  THIS  RECOMMENDATION  AS 
SOON  AS  POSSIBLi:. 


RECOMMENDATION:   We  recommend  that  the  Department: 

1.  Notify  the  State  Treasurer  of  the  existence  of  the  revolving  fund. 

2.  Establish  the  fund  in  the  Statewide  Budgeting  and  Accounting  System 
as  a  contingent  revolving  fund. 

The  Department  has  a  checking  account  in  a  local  bank  for  small,  no-interest 
loans  to  parolees  and  probationers.   These  loans  are  designed  to  assist  parolees 
and  probationers  until  they  re-establish  themselves.   The  original  amount  estab- 
lishing the  account  in  1971  was  a  $1,500  Federal  grant  received  through  the 
State  Board  of  Crime  Control  on  an  experimental  basis.   It  was  set  up  as  a  re- 
volving fund  and  the  original  $1,500  was  loaned,  with  the  provision  that  repay- 
ments be  returned  to  the  account  for  further  loans. 

A  recent  Management  Memo,  2-73-8,  states  that  Sections  79-301  and  79-306,  R.C.M. 
1947,  "preclude  any  state  agency  from  maintaining  a  non- treasury  bank  account 
without  the  approval  of  the  State  Treasurer  and  the  Board  of  Investments.   This 
approval  must  be  in  the  form  of  a  'Request  to  Maintain  a  Non-Treasury  Bank  Ac- 
count' ." 


THE  BOARD  OF  PARDONS  DISCUSSED  THIS  RECCMMENDATION  WITH  THE  DEPARTMENT  AND  WE 
WERE  AGREEABLE.  THEREFORE,  THE  DEPARTMENT  WILL  ANSWER  THIS  RECOMMENDATION  AS 
SOON  AS  POSSIBLE. 


RECOMMENDATION:   We  recommend  that  the  Department  establish  a  system  of  internal 
I'onrrol,  Including  duplicatti  prenumbered  receipts  to  be  (Hwued  to  eatli  parol f. 
ottlcoi,  whirli  will  provld«<  a  inplliod  ol  vpiIIvIiih  f<  M  lofiit  rrpMyiiiPiil  n  . 
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Due  to  the  c  I  i-cumst  ames  of  the  Individuals  borrowing  money  From  the  revolving 
fund,  repayments  are  made  In  several  manners.   Parolees  often  pay  cash  to  their 
parole  officer  instead  of  mailing  payments  directly  to  the  main  office.   I'arolc 
officers  are  instructed  to  accept  such  payments,  because  failure  to  do  so  might 
result  in  no  payment  at  all.   The  officers  are  directed  to  issue  a  receipt  to 
the  individual  and  mail  the  payment  to  the  fiscal  officer  in  Deer  Lodge.   The 
fiscal  officer  sends  another  receipt,  in  memo  form,  to  the  individual.   The  pay- 
ment is  recorded  by  the  fiscal  officer.   However,  the  Division  does  not  issue 
a  uniform  type  of  receipt  and  the  receipts  are  not  prenumbered. 

Under  tliis  method  of  liandling  receipts,  insufficient  control  exists  to  insure 
the  payments  are  properly  remitted  on  a  timely  basis.   If  the  officers  were  is- 
sued prenumbered  receipts,  including  duplicates,  and  had  to  account  for  each 
one,  the  fiscal  officer  would  be  able  to  review  these  receipts  and  determine 
that  all  payments  have  been  accounted  for. 


THE  BOARD  OF  PARDONS  WILL  ESTABLISH  A  SYSTEM  OF  INTERNAL  CONTROL,  INCLUDING  DUP- 
LICATE PRENUMBERED  RECEIPTS  TO  BE  ISSUED  TO  EACH  PAROLE  OFFICER,  WHICH  WILL  PRO- 
VIDE A  METHOD  OF  VERIFYING  ALL  LOAN  REPAYMENTS  FROM  THE  REVOLVING  FUND. 


RECOMMIONDATION :   We  reconunend  that  the  Department  make  a  timely  attempt  to  col- 
lect amounts  due  from  revolving  fund  loans  and  report  those  which  are  uncollect- 
ible to  the  Department  of  Administration  as  provided  for  by  Section  82-110(c), 
R.C.M.  1947. 

The  loan  fund  was  established  in  September,  1971,  for  no-interest  loans  of  less 
than  $200  to  parolees  and  probationers.   The  loans  are  for  a  maximum  of  one  year 
and  the  individual  is  required  to  sign  a  note  upon  receipt.   The  Board  was  re- 
quired, under  the  terms  of  the  grant,  to  loan  the  original  $1,500  by  June  15, 
1973,  and  revert  the  balance  not  loaned  by  that  date.   The  total  was  loaned  by 
that  date,  so  the  balance  from  repayments  now  belongs  to  the  state.   The  Board 
matched  the  grant  with  $382  of  administrative  expenses. 

We  have  determined  by  aging  the  accounts  that  $365  of  the  loans  are  probably  bad 
debts,  because  they  are  overdue  or  the  parolee  has  violated  his  parole  by  leaving 
his  district  without  permission.   No  method  of  reimbursing  the  fund  presently 
exists,  and  the  amount  available  for  loans  is  diminishing. 

A  reasonable  attempt  should  be  made  to  collect  the  old  receivables.  Any  remain- 
ing receivables  which  are  uncollectible  should  then  be  reported  to  the  Department 
of  Administration,  together  with  a  request  for  permission  to  write  them  off.   The 
authorization  to  approve  the  write-off  of  uncollectibles  is  provided  by  Section 
82-110(c),  R.C.M.  1947. 
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THE  BOARD  OF  PARDONS  DISCUSSED  THIS  RECOMMENDATION  WITH  THE  DEPARTMENT  AND  WE 
WERE  AGREEABLE.  THEREFORE,  THE  DEPARTMENT  WILL  ANSWER  THIS  RECOMMENDATION  AS 
SOON  AS  POSSIBLE. 


RECOMMENDATION:   We  recommend  that: 

1,  The  Department  oversee  the  budgeting  and  expenditure  control  pro- 
cedures of  the  Board. 

2.  The  Department  of  Administration: 

(a)  Seek  amendment  of  Section  79-1019,  R.C.M.  1947,  to  allow 
the  Governor  to  authorize  budget  amendments  advancing  spend- 
ing authority  from  the  succeeding  year  appropriation  without 
restriction  as  to  biennium. 

(b)  Modify  claim  processing  procedures  to  the  extent  necessary 
to  detect  those  claims  which  should  have  been  accrued  and 
paid  in  the  prior  year. 

(c)  Charge  all  claims  against  the  proper  appropriation  so  that 
expenditures  are  recorded  in  the  proper  yonr. 

Please  refer  to  Pages  12  through  16,  inclusive,  of  the  KcporL  on  ICxaminal ion  of 
Financial  Statements. 


THE  BOARD  OF  PARDONS  DISCUSSED  THIS  RECOMMENDATION  WITH  THE  DEPARTMENT  AND  WE 
WERE  AGREEABLE.  THEREFORE,  THE  DEPARTMENT  WILL  ANSWER  THIS  RECOMMENDATION  AS 
SOON  AS  POSSIBLE. 


RECOMMENDATION:  We  recommend  that  the  Department  adjust  the  records  to  comply 
with  statutes  and  record  leave  balances  and  make  termination  pay  computations 
in  accordance  with  the  law  and  the  Montana  Administrative  Manual. 

The  Probation  and  Parole  Division  is  improperly  accumulating  employee  leave  bal- 
ances and  computing  termination  payments. 

Vacation  leave  is  accumulated  in  excess  of  the  statutory  limit  of  thirty  working 
days  (240  hours)  on  December  31.   For  example,  the  leave  records  for  one  employee 
Hhow  HOO  hours  (100  days")  of  annual  leave  accumulated.   All  but  240  honrH  of  this 
i.iituol  Uv   uMt'd  iM  coitipruMfil  <hI  oil  I  onii  I  urtt  Ion ,  iliir  I  «>  Mltttiitoty  IIiuIIn. 
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riii-suaiu  to  legislation  enacted  in  1971,  stat:e  employees  are  entitled  to  be 
paid  for  one-lourth  of  their  nccumulated  sick  leave  balance  upon  termination 
from  state  :;ervice.   The  law  provides  that  the  payment  will  be  computed  at 
the  salary  rates  at  which  the  sick  leave  was  earned.   However,  the  Division 
is  paying  sick  leave  termination  pay  at  the  rate  on  the  termination  date  in- 
stead of  the  rates  at  which  it  was  earned.   This  is  contrary  to  the  law,  the 
agency's  own  sick  leave  policies,  and  the  "Employee  Hand  Book."  This  has  re- 
sulted in  overpayments  to  terminating  employees,  although  the  overpayments  have 
been  relatively  insignificant  in  most  cases  (less  than  $25), 

The  Division  advances  sick  leave  to  employees  in  excess  of  their  accumulated 
balances  and  no  attempt  is  made  at  termination  to  recover  this  advance  by  charg- 
ing vacation  leave  or  leave  without  pay,  as  provided  by  the  agency's  policies 
and  the  handbook.   Advancement  of  sick  leave  in  one  case  resulted  In  an  overpay- 
ment of  $64  for  the  31':^  liours  advanced.   The  law  does  not  provide  for  advances 
of  sick  leave,  and  the  Montana  Administrative  Manual  (Section  1-0304.87)  ex- 
pressly forbids  advancing  sick  leave  credits  to  employees. 

THE  BOARD  OF  PARDONS  HAS  STARTED  TO  ADJUST  OUR  RECORDS  TO  COMPLY  WITH  STATUTES 
AND  RECORD  LEAVE  BALANCES  AND  MAKE  TERMINATION  PAY  COMPUTATIONS  IN  ACCORDANCE 
WITH  THE  LAW  AND  THE  MONTANA  ADMINISTRATIVE  MANUAL. 


RECOMMENDATION:   We  recommend  that  the  Department  make  payments  of  compensation 
and  travel  reimbursements  to  Board  members  in  accordance  with  statutes. 

Board  members  were  compensated  at  the  rate  of  $15  per  day  during  1971-72  and 
1972-73,  even  though  the  law  entitles  them  to  receive  $25  per  day.   In  addi- 
tion, they  have  been  reimbursed  at  a  reduced  per  diem  rate  for  travel  expenses 
instead  of  actual  and  necessary  expenses  as  required  by  law. 

Section  82A-112(7),  R.C.M.  1947,  applicable  to  quasi- judicial  boards,  states 
that  "...  each  member  is  entitled  to  be  paid  $25  for  each  day  in  which  he  is 
actually  and  necessarily  engaged  in  the  performance  of  Board  duties,  and  he  is 
also  entitled  to  be  reimbursed  for  actual  and  necessary  expenses  incurred  while 
in  the  performance  of  Board  duties." 

The  above  cited  section  is  part  of  the  laws  concerning  reorganization  of  the 
executive  branch  of  state  government  and  repealed  the  statute  (Section  94-9822) 
that  provided  for  the  $15  per  day  payment.   However,  the  Board  members  were  con- 
tinued to  be  paid  in  accordance  with  the  old  law  during  1971-72  and  1972-73. 


THE  BOARD  OF  PARDONS  WILL  RECOMMEND  THAT  THE  DEPARTMENT  MAKE  PAYMENTS  OF  COMPEN- 
SATION AND  TRAVEL  REIMBURSEMENTS  TO  BOARD  MEMBERS  IN  ACCORDANCE  WITH  STATUTES. 
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RECCMMENDATION :  We  recommend  that  the  Department,  in  consultation  with  the 
Board,  establish  a  written  agreement  with  the  administrator,  specifying  his 
salary  and  all  additional  benefits. 

The  administrator  of  the  Probation  and  Parole  Division  is  provided  at  state  ex- 
pense with  a  residence,  including  telephone  and  utilities,  on  Prison  Ranch  #4. 
He  informed  us  that  these  were  conditions  granted  when  he  was  hired  in  1969 
through  verbal  discussions  with  the  former  Governor  and  former  Board  chairman. 
Both  the  Governor  and  Board  chairman  have  since  changed. 

The  Department  and  Board  have  no  written  contract  with  the  administrator  speci- 
fying a  salary  basis  or  benefits.   In  any  instance  when  special  benefits  In  ad- 
dition to  salary  and  normal  employee  benefits  are  to  be  provided  to  a  state 
employee,  the  conditions  and  benefits  should  be  documented  in  writing. 

THE  BOARD  OF  PARDONS  DISCUSSED  THIS  RECOMMENDATION  WITH  THE  CHAIRliAN  OF  THE 
BOARD  AND  WE  WERE  AGREEABLE.   THEREFORE,  THE  CHAIRMAN  WILL  ANSWER  THIS  RECOM- 
MENDATION AS  SOON  AS  POSSIBLE. 


RECOMMENDATION:   We  recommend  that  the  Department: 

1.  Instruct  employees  as  to  proper  computation  of  trnvol  allowances. 

2.  Require  employees  to  prepare  and  then  sign  their  travel  claims. 

3.  Establish  a  strict  claim  review  system  by  each  employee's  immed- 
iate supervisor. 

Please  refer  to  Page  21  of  the  Report  on  Examination  of  Financial  Statements. 

THE  BOARD  OF  PARDONS  DISCUSSED  THIS  RECOMMENDATION  WITH  THE  DEPARTMENT  AND  WE 
WERE  AGREEABLE.  THEREFORE,  THE  DEPARTMENT  WILL  ANSWER  THIS  RECOMMENDATION  AS 
SOON  AS  POSSIBLE. 


RECOMMENDATION:   We  recommend  that  the  Department  comply  with  Section  53-517, 
R.C.M.  1947. 

The  administrator  advised  us  that  the  commuting  in  a  state  vehicle  was  approved 
on  a  "femporarv"  basia  by  the  former  hoard  chairman.   Tht-  State  Motor  Pool  In 
Hut  I  r  rtHirpil  lo  MPivlcr  ( l\p  volilclr,  rtiiordluK  I  o  I  lir  ntlml  ti  I  nI  cat  oi  . 
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Si'cflon  33-317(4),  K.C.M.  1947,  nnd  the  State  Motor  Pool  Regulntlons  prohibit 
porsonni  use  ol"  sl/ite  vehicles.   Tlie  law  states  "No  state  officer  or  omployee 
shall  use  any  state-owned  vcliicle  for  his  personal  or  private  use.  .  ."  Wo 
discussed  this  situation  with  the  administrator  of  the  State  Motor  Pool  and  he 
said  that  their  policy  is  to  allow  it  in  situations  where  a  board  or  an  admini- 
strator authorizes  the  commuting  as  a  condition  of  employment  on  a  temporary 
basis.   Since  commuting  is  generally  considered  to  be  personal  use,  this  policy 
conflicts  with  the  law. 


THL;  liOAKD  Ol'  PARDONS  DISCUSSED  THIS  RECOMMENDATION  WITH  THE  DEPARTMENT  AND  WE 
WERE  ACREliABl.E.  THEREFORE,  THE  DEPARTMENT  WILL  ANSWER  THIS  RECOMMENDATION  AS 
SOON  AS  POSSIBLE. 


RECOMMENDATION:   We  recommend  that  the  Department  adopt  the  policy  of  making 
travel  advances  available  to  all  employees  who  travel  on  state  business. 

The  Probation  and  Parole  Division  requires  employees  to  pay  travel  expenses 
from  their  own  resources.   The  employees  are  reimbursed  only  after  they  submit 
a  monthly  claim  for  the  travel  costs  incurred.   The  parole  officers  travel  ex- 
tensively, due  to  the  nature  of  their  work  and  the  large  districts  they  cover. 
Some  iMiiployee.'i  nl  I  lines  Inc-ur  travel  costs  of  more  than  $200  montlily. 

Requiring  employees  lo  ILnnnee  official  state  travel  causes  undue  liardshlps  on 
some  employees  nnd  Is  not  In  the  best  interest  of  the  state.   IVo  methods  oi 
making  travel  advances  arc  currently  available,  i.e.,  contingent  revolving  fund 
account  or  the  "expense  advance  to  employees"  account  provided  in  the  statewide 
budgeting  and  accounting  system.   Use  of  such  a  system  would  eliminate  hardships 
and  substantially  reduce  the  time  required  for  preparation,  processing  and  pay- 
ment of  travel  claims. 


THE  BOARD  OF  PARDONS  WILL  MAKE  THE  NECESSARY  ARRANGEMENTS  TO  PROVIDE  THE  EXPENSE 
ADVANCE  TO  I'UPLOYEES  IN  THE  NEAR  FUTURE.   WE  REALIZE  THAT  MOST  STATE  EMPLOYEES 
CANNOT  AFFORD  TO  USE  THEIR  OWN  MONEY  FOR  TRAVEL  EXPENSES,  AND  THEREFORE  WE  BE- 
LIEVE THAT  THIS  RECOMMENDATION  TO  ADOPT  THE  POLICY  OF  MAKING  TRAVEL  ADVANCES 
AVAILABLE  TO  ALL  EMPLOYEES  WHO  TRAVEL  ON  STATE  BUSINESS  IS  CONDUCIVE  TO  GOOD 
PERFORMANCE. 


RECOMMENDATION:   We  recommend  that  the  Department  require  all  employees  to  record 
long  distance  telephone  calls  on  a  form  designed  for  that  purpose  and  establish 
review  procedures  to  verify  that  long  distance  telephone  calls  billed  the  state 
are  for  state  business. 
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The  Probation  and  Parole  Division  pays  monthly  telephone  bills  for  the  admini- 
strator's residence  and  all  division  offices,  and  on  credit  cards  held  by  all 
field  officers,  board  members,  the  administrator  and  the  assistant  administra- 
tor. 

No  form  is  used  to  document  the  long  distance  calls  that  are  made.   Because  no 
review  is  made  of  the  credit  card  calls  and  other  long  distance  calls,  the  pos- 
sibility exists  that  the  state  may  pay  for  personal  calls.   It  is  not  sound 
financial  management  for  an  agency  to  pay  bills  without  the  knowledge  that  they 
are  proper  state  expenses.   Section  1-0911.20  of  the  Montana  Administrative 
Manual  provides  that  "agencies  will  formulate  or  adopt  policies  to  control  the 
use  of  state  telephones  and  to  discourage  the  use  of  state  telephones  for  pers- 
onal business."  A  record  should  be  kept,  including  the  names  of  the  parties, 
the  purpose,  the  estimated  time,  etc.   These  records  should  then  be  compared 
with  the  billings  and  reviewed  to  assure  that  the  calls  were  for  state  business, 


THE  BOARD  WILL  REQUIRE  ALL  EMPLOYEES  TO  RECORD  LONG  DISTANCE  TELEPHONE  CALLS  ON 
A  FORM  DESIGNED  FOR  THAT  PURPOSE  AND  ESTABLISH  REVIEW  PROCEDURES  TO  VERIFY  THAT 
LONG  DISTANCE  TELEPHONE  CALLS  BILLED  THE  STATE  ARE  FOR  STATE  BUSINESS. 


RECOMMENDATION:   We  recommend  that  the  Board  establish  a  written  agreement  wLlli 
tho  Hoard's  attorney,  specifying  his  duties,  compensation,  etc. 

Section  94-9827,  R.C.M.  1947,  allows  the  Board  to  appoint  any  qualified  nttorncy 
or  the  Attorney  General  to  act  as  its  legal  advisor.   The  l5oard  is  cuircnt  ly  pay- 
ing $150  monthly  to  a  private  attorney.   The  duties  covered  by  this  retainer  are 
not  specified  in  any  written  agreement. 

The  administrator  could  not  tell  us  what  specific  duties  were  Included  in  the 
retainer,  but  provided  a  list  of  four  cases  that  the  attorney  handled  during  the 
1972-73  fiscal  year.   They  were  all  "habeas  corpus"  actions. 

A  vrritten  contract  specifying  the  attorney's  specific  duties  would  prevent  con- 
flict over  what  legal  work  the  Board  must  pay  extra  for. 

THE  BOARD  OF  PARDONS  DISCUSSED  THIS  RECOMMENDATION  WITH  THE  CHAIRMAN  OF  THE 
BOARD  AND  WE  WERE  AGREEABLE.   THEREFORE,  THE  CHAIRMAN  WILL  ANSWER  THIS  RECOM- 
MENDATION AS  SOON  AS  POSSIBLE. 


Ivrripri  I  In  I  I  V  aiihml  I  I  ml, 
BOARD  OF  PARDONS 


Bobby  C.  Miles,  Director 
BCM/tw 


"•j.  .;.  ^ik' 
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Mr.  Morcis  L,  Urusott 
Legislative  Auditor 
State  Capitol 
Helena,  Montana  59601 

Dear  Mr.  Brusett: 

As  requested  in  your  letter  of  November  8,  1973,  this  office 
has  reviewed  your  audit  report  on  the  State  Board  of  Pardons  that  includes 
recommendations  directed  to  the  Department  of  Administration.   Our  reply 
is  as  follows : 


"We  KzcommtYvi  that'' 

1.     The  VtpcuiMntnt  of,  kdmi.¥UJ>tfuxiA.on: 

(a)  Seefe  ammdmdnt  of.  Station  79-1019,   R.C.M. 
1947 ,  to  altoif)  tht  GovaAnon.  to  aathonizd 
Budget  AmcndmcnU  advancAYig   4>pend<nq  authon- 
itij  fi'iam  tlie  6uccQ.i'ding  ijacin  ap}.ynopnijxtion 
Mitiiovut  nutA-ict.ion  a6  to  Lucnniim. 

(b)  ^odt{jy  cJioum  p/Loce4AXng  pfiocoAiuizii  to  thz 
e.)ctznt  nzcuhoAij  to   detect  tkoi^t  ciaMn^ 
wkldi  .ihoald  liave.  bztn  accAazd  and  paid 
-in  the.  pfiton.   t/eoA. 

(c)  Cka/ige  ail  cloAjni,  against  the.  pfiopeA  ap- 
pKopfU-otyion  &o  that  e,xpe.nxLLtuA.ej>  an.z 
fizcoKdtd  in  the.  pfiopeA  ytan.."     [Pagz  17) 

The  suggested  amendment  is  a  good  solution.   We  have  struggled  with  this 
problem  for  several  years.   Unfortunately,  the  proposed  solution  was  not 
available  under  the  restrictions  of  the  old  Constitution.   We  shall  seek 
the  amendment  at  the  next  Legislative  Session.   To  accomplish  recommendations 
(b)  and  (c)  would  require  a  fairly  detailed  100  percent  audit  of  claims  and 
the  supporting  invoices.   Our  current  operational  plan  was  not  based  upon 
such  a  detailed  pre-audit.   It  is  our  opinion  the  problem  will  be  sub- 
stantially reduced  if  a  practical  procedure  is  provided  such  as  the  proposed 
amendment.   Continuation  of  our  audit  of  claims  on  a  sample  basis  and  the 
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post  audit  function  should  serve  to  adequately  control  such  claims.   We 
shall  continue  our  efforts  to  improve  our  pre-audit  function.   If  this 
does  not  produce  the  desired  results,  we  shall  request  the  funds  to  per- 
form n  more  complete  audit  of  claims. 


Sincerely, 


^/ Jack  C.  Grosser 
Deputy  Director 


JCC:bc 


